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Preface 


In today's complex construction business, contractors and vendors should be 
working in tandem to produce the best product, within budget, and on time for 
our CUSTOMER, whether that customer is a general contractor or owner. We need 
to form a partnership as one cannot succeed without the other, yet over the 
years an almost adversary position has been created. This barrier can be 
removed with proper communication, and by both sides seeing the other as an 
equal in business, and treating each other fairly and honestly, and with the 
proper respect. 


Communication is the key to make this partnership work. The procedures 
established between contractor and vendor must be consistent and fair, and 
must be honored. The contractor has a responsibility to advise a vendor if he 
feels there may be an error in a quotation, and he should use the vendor if 
the vendor’s quotation or services were used in obtaining a project. The 
vendor has the responsibility of providing timely and accurate quotations, and 
of working with the contractor to satisfy submittal, delivery and installation 
requirements. 


As the process unfolds, both sides have a responsibility to communicate with 
each other regarding change orders, pricing or payment problems, 
manufacturing, shipping or installation problems. There needs to be an 
understanding of the costs associated with changes, errors, and delays. These 
costs can occur on both sides, and usually are considered to be overhead. 
These costs can be reduced through better communication. When these costs 
exceed what is considered normal, backcharges and additional charges may 
occur. Backcharges and additional charges should be discussed and an 
agreement made prior to any deductions being made on a remittance. 


Using the above as a start, SMACNA, with the vendors’ assistance, have 
developed the following "Suggested Business Practices for Contractors and 
Suppliers", with the objective being to improve the business relationship 
between the contractor and supplier to the mutual benefit of both parties. 
These guidelines are broad and general, but can be adapted to any specific 
business situation and, if used in good faith, a foundation can be built for a 
harmonious, profitable future. 


These guidelines are divided into the following elements: Quotations, 
Purchasing, Submittals, Payments and Warranty. 
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QUOTATIONS 


Contractor’s Responsibilities 


1. Contractors should issue an accurate time schedule to the suppliers as 
to when quotes are required. 


2. Contractors must make available accurate information for the supplier to 
quote, including addendums, alternate bids, and completion dates. 


3. If the contractor intends to use "as specified" materials only, he 
should not solicit alternate or "as equal" bids from the suppliers. 


4. If gross discrepancies are found on quantities or the contractor feels 
that an error has been made, he should advise the supplier in ample time 
so that the supplier will be able to review his bid for any errors. 
Repeated discrepancies or errors of this nature should not be allowed to 


continue. 

5. All transactions, as much as possible, should be in writing. If verbal 
requests are telephoned to the supplier, they must be clear and 
accurate. 

6. The contractor should use the vendor if the vendor’s quotation or 


services were used in obtaining a project. 
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QUOTATIONS 


Supplier's Responsibilities 


The vendor must provide prompt, accurate and complete quotations, as 
requested. 


When possible, and if necessary, a scope letter should be given to the 
contractor 48 hours in advance of bid time. Pricing may follow on the 
date of the bid, but should be given at least 2 hours prior to bid 
closing. 


The quotation should list all inclusions and exclusions, and state that 
the materials are either "as specified" or are an "alternate to those 
specified." It shall state the weight of the materials, if necessary, 
and list any items which must be field installed or assembled. The 
quotation should also state factory lead times, freight and payment 
terms. 


On items which are an "alternate to those specified," the vendor must 
verify, prior to the submission of a quotation, that the architect or 
engineer has determined that his product will meet the specifications 
and will be considered by the architect or engineer. 


If a supplier is quoting some "as specified" items and some "alternate 
to those specified," they should be so noted and bid separately. 


Suggested Business Practices for Contractors and Suppliers Page A-3 


3. 


PURCHASING 


Contractor’s Responsibilities 


Purchasing is the decision to buy materials or equipment from a vendor. 
The materials may be released for shipment at the time of placing the 
order, or may be put on hold until approval is granted or until job 
progress is achieved. Releasing is defined as that time when the 
supplier is advised to place the order with the factory or ship from 
stock. For this guideline, purchasing and releasing shall be the same. 


All transactions, as much as possible, should be in writing. If verbal 
purchases are made, the instructions must be clear and accurate. 


The contractor should issue a purchase order in sufficient time to allow 
the supplier to furnish the materials by the time they are required, 
This would also include time required for the submittal and review 
process. 


The purchase order must be concise and specifically state the materials 
being ordered, including quantities, descriptions, accessories, pricing, 


payment terms, submittal and delivery requirements. 


If the delivery is made to the jobsite, the purchase order should 


‘clearly state the jobsite address or location, project identification or 


general contractor’s name, along with the specific number of hours that 
advance notice of delivery is require. 


The contractor will receive the materials at his shop or at the jobsite 
and arrange and pay for all equipment and manpower necessary for 
delivery, unless other arrangements have been made with the vendor. 


The vendor should be notified immediately if there are any discrepancies 
or errors with the materials received. 


If there is freight damage, the contractor should file the claim 
immediately with the freight company, and advise the vendor of the 
damage and claim. 


In the case of any proposed or actual change orders which may affect an 
existing purchase order, the contractor shall advise the vendor in 
accordance with the procedures outlined above. 


Suggested Business Practices for Contractors and Suppliers Page A-4 


10 


11. 


PURCHASING 


Supplier’s Responsibilities 


Prior to acceptance of a purchase order, the supplier is to advise the 
contractor of any credit problems. 


Upon receipt of a purchase order, the supplier shall notify the 
contractor of any discrepancies, errors or variation from the quotation 
or submittals. 


The supplier should acknowledge receipt of the purchase order, and 
should state the date that the order was placed with the factory or 
warehouse, the anticipated shipping date, the location of the factory 
or warehouse, the method of shipping, and the approximate shipping date. 


The vendor should constantly communicate with the factory and the 
freight company to ensure that the materials will be shipped and 
delivered according to the requirements of the purchase order. 


The vendor, or the freight company, should advise the contractor when 
deliveries will be made so the contractor can provide the necessary 
equipment and manpower to receive the materials. 


The supplier should ensure that all materials are properly marked and 
identified, as instructed by the purchase order, and should furnish 
packing lists and bill of ladings. 


Pricing of change orders shall be fair, and completed in a timely 
fashion to not delay the project. 


The vendor should assist the contractor with freight damage claims. 


The supplier should not give pricing of purchase orders, change orders, 
shipping information, or any other pertinent data relative to the 
project to anyone other than the contractor, unless requested to do so 
by the contractor. 


Vendor shall furnish all information to the contractor regarding 
compliance with all federal, state and local laws and regulations. 
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SUBMITTALS 


Contractor’s Responsibilities 


1. Purchase orders should be clear as to the submittal requirements, 
including operating and maintenance instructions, certified drawings, 
the number of copies required and the dates required. 


2. The contractor should review the submittals prior to forwarding them to 
the architect/engineer and should cooperate with the vendor to gain 
acceptance of the materials or equipment being submitted. 


3. The contractor should review the approved submittals prior to returning 
them to the vendor and provide any information (materials lists) which 
would be required for placing an order. The submittals should be 
returned in the quantities as requested by the vendor. 
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SUBMITTALS 
Supplier’s Responsibilities 
Submittals, including operating and maintenance instructions and 


certified drawings must be furnished by the date required, and in the 
quantities specified. 


If the date is not attainable, the vendor should notify the contractor 
immediately. 


The submittals should be of sufficient quality and size to be legible. 


Submittals should be properly marked, identifying the exact products 
which the supplier intends to furnish. 


On items which the architect must select a color, color charts must be 
provided by the vendor with the submittal. 


The vendor should advise the contractor of the number of reviewed 
submittals that must be returned. 


Prior to submittal, the vendor should review "alternate to specified" 
items with the architect and/or engineer to enhance the poset peter) of 
approval of the first submittal. © 
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PAYMENTS 
Contractor’s Responsibilities 
The contractor should pay for materials in full when purchase order 
requirements are met. Partial billings are acceptable. 
Retention should not he held unless so stated on the purchase order. 


On purchase orders where factory startup is included, that amount should 
be deducted, or invoiced separately, until that work has been completed. 


Back charges should be clarified with the vendor prior to the 
commencement of work or invoices sent. 


Backcharges should be fair and reasonable. 
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PAYMENTS 
Supplier's Responsibilities 
Invoices should be submitted promptly, and should be clear as to the 


materials being invoiced, payment terms and prompt payment discounts. 
Vendors must include the Purchase Order number on the invoice. 


Freight billings must be stated separately on the invoice, when these 
charges are included in the quotation. 


If factory startup is a part of a purchase order, that amount should not 
be included in the invoice until that work has been completed. 


In the case of additional charges, they should be discussed with the 
contractor prior to commencement of work or invoice sent. 


Additional charges should be fair and reasonable. 


The vendor should respond promptly when advised of a backcharge 
situation. 


If a backcharge is against a manufacturer, the vendor should assist the 
contractor in collecting the invoice. 


The vendor should not discuss invoices, payments, backcharges or 
additional charges with anyone other than the contractor unless he has 
been authorized to do so by the contractor. 


Suggested Business Practices for Contractors and Suppliers Page A-9 


WARRANTIES 
Contractor’s Responsibilities 
1. Contractor should complete all warranty papers and certificates on 
factory warranties. 


2. The contractor should advise the supplier in a timely manner when 
warranty problems occur. 


3. If possible, the contractor should make every effort to resolve warranty 
problems prior to contacting vendor. 


4. Contractor should advise vendor of delays in projects which may affect 
the actual warranty date. 
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WARRANTIES 


Supplier's Responsibilities 


Vendor shall forward warranty papers and certificates to the contractor 
at the time the order is shipped, or as requested by the contractor. 


Vendor will make very effort to assist the contractor in werepe 
problems with manufacturers. 


When the warranty in specifications exceeds the manufacturer’s warranty, 
the vendor should contact the architect or engineer to advise them of 
the standard warranty. If the architect or engineer requests an 
extended warranty, it must be made clear during the quotation and 
purchasing phases as to the cost and burden of responsibility of the 
extended warranty. 


Vendors should work with manufacturers to obtain additional warranty 
periods when a project delay exceeds the normal warranty period. 
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